AGENDA
EXECUTIVE FINANCE COMMITTEE
January 31, 2008 at 1:30 P.M.
Location: Treasury Conference Room, KC Admin. Bldg., Room 610 (6" Floor)

Committee Members: Councilmember Larry Phillips, Chair; Bob Cowan, Director OMB; Ken Guy, Director
FBOD; Jim Buck, County Administrative Officer

Staff: Phil Sanders, Treasury Manager; Mike Smith, Investment Officer; Dave Turley,
Financial Accounting Supervisor

AGENDA ITEMS

1. Briefing: School District presentation on the investment pool’s fee structure
Grace Yuan, K&L Gates
Janene Fogard, Deputy Superintendent, Lake Washington School District
Jake Kuper, Executive Director of Finance, Issaquah School District
Martin Turney, Director of Accounting, Issaquah School District

2. Action: Approval of Minutes of the December 6, 2007 Executive Finance Committee meeting. (page 3)

3. Action: Approval of the interfund-borrowing request from the Wastewater Treatment Division (WTD) for
ARMS fund 3611. WTD is requesting to borrow up to $150 million. The loan will be repaid when revenue
bonds are sold; this is expected to happen before May 31, 2008. (pages 4-5)

Tim Aratani, Manager, Finance and Administrative Services
Dennis Barnes, Senior Budget and Financial Analyst

4. Action: Approval of the interfund borrowing request by the King County Ferry District. (Handout)

5. Briefing: Commercial Paper Update
Ken Guy, Finance Director

6. Briefing: Interfund Borrowing for December 2007
e Automated Lending & Borrowing. County Tier 2 Funds — Interest on Interfund Loans (page 6)
e Pooled Tier 1 County Funds with Negative Cash Balances (page 7)
e Excluded County Funds with Negative Balances - Tier 2 Funds Not Paying Interest (page 8)
Dave Turley, Financial Accounting Supervisor

e Interfund Loans Among Non-County Funds (pages 9-10)

e Interfund Borrowings — EFC Approved Loans (page 11)
Mike Smith, Investment Officer

7. Briefing: December 2007 Investment Summary
e Investment Purchase Summary (page 12)
Reverse Repo Analysis and Policy Compliance (page 13)
Residual Investment Fund Summary (page 14)
Issuer Diversification and Credit Exposure Report (page 15)
Investment performance review (pages 16-20)
Interest Rate Summary (page 21)
Mike Smith, Investment Officer

EFC — Page 1



AGENDA (Continued)
EXECUTIVE FINANCE COMMITTEE
January 31, 2008 at 1:30 P.M.

8. Action: Committee’s direction for investment of idle cash balances of specific County funds not needed for
immediate expenditure.

Staff Recommendation: Direct the Treasury to maintain the maximum average duration of the core
portfolio at the 1.4 to 2.2 year range (no change from last meeting) and the maximum average maturity

for the liquidity portfolio at 30 to 100 days (no change from last meeting).
Mike Smith, Investment Officer

OTHER BUSINESS

ADJOURNMENT
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MINUTES
EXECUTIVE FINANCE COMMITTEE
December 6, 2007

The Executive Finance Committee (EFC) Meeting was held Décember 6,2007 at 1:30 p.m.

Members Present Others Present Members Absent

Jim Buck William Nogle Bob Ferguson
Bob Cowan Mamie Marcus
Ken Guy Pat Hamacher

Caroline McShane
Peggy Pahl

Phil Sanders

Mike Smith

Pete Anthony
Hall Walker

ACTION ITEMS

1.
2.

Minutes — The Committee approved the Minutes of the October 25, 2007 EFC meeting.

Interfund Loan — The Committee approved the extension of the Printing/Graphics Fund’s borrowing
authority through December 31, 2008 by a vote of 4 to 0.

Investment Direction — The Committee approved the Treasury recommendation to maintain the maximum
average duration of the core portfolio at the 1.4 to 2.2 year range and the maximum average maturity for the
liquidity portfolio at 30 to 100 days.

BRIEFINGS

1.

Restructuring Commercial Paper ~The Committee discussed the options presented in the briefing paper on
the impaired commercial paper securities. The Committee directed Treasury staff to redraft “Option 2” into
policy format for reconsideration at a special EFC meeting to be held on December 13, 2007.

Interfund Borrowing — The Committee was provided a review of interfund borrowings during October 2007.

Investment Review for October 2007 — The Committee was provided a review of investment performance,
activity, and the distribution of investment holdings by maturity, security type, credit rating, and issuer.
Analysis of actual versus budgeted amounts for Pool earnings and fees were reviewed. Reverse repurchase
activity for the month was also reviewed, and the Committee was briefed on the current interest rate and
economic environment.

OTHER BUSINESS

- Wk/

Phil Sanders, Treasury Operations Manager

EFC — Page 3



January 24, 2008

TO: The Executive Finance Committee

FM: Tim Aratani, o¢%—
Manager, Finance and Administrative Services, Wastewater Treatment Division

RE: Borrowing Request

The purpose of this memo is to request approval from the Executive Finance Committee for the
Wastewater Treatment Division (WTD) to borrow funds using the automated interfund
borrowing system to provide uninterrupted funding for its capital improvement program (ARMS
fund 3611) during the months of February through April.

WTD plans to issue revenue bonds of approximately $330 million in early April of this year,
with an expected settlement date by the end of April. As of January 24, WTD has approximately
$15 million available to fund its capital program until these bond proceeds are received. Based
on WTD’s adopted budget forecast of capital expenditures for 2008 of $443 million, we are
spending on a levelized basis $37 million per month. Based on this expenditures pattern, it is
expected that WID will need to borrow on a short-term basis funds from the King County Pool
totaling approximately $150 million through May, which provides one month borrowing beyond
the expected bond issue. Any interfund borrowing will be repaid from the proceeds of the
issuance of revenue bonds. Attached is copy of WTD’s most current financial plan which
accompanied the 2008 Adopted Budget. '

Thank you for consideration of this request.
cc: Theresa Jennings, Director, Department of Natural Resources and Parks (DNRP)
John Bodia, Chief Financial Officer, Department of Natural Resources and Parks

Christie True, Division Director, Wastewater Treatment Division, DNRP
Dennis Barnes, Senior Financial Analyst, Wastewater Treatment Division, DNRP
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INVESTMENT PURCHASES SUMMARY

DECEMBER 2007
OVERNIGHT REPOS
TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
FIRST BOSTON 20 $2,251,000,000 1.46 4,49%
TERM REPOS
TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
FIRST BOSTON 1 $ 60,000,000 58.00 4.63%
UBS FINANCIAL 1 40,000,000 51.00 4.63
TOTAL 2 $ 100,000,000 55.20 4.63%
DISCOUNT NOTES
TOTAL FACE AVG AVG
DEALER BUYS AMOUNT TOTAL COST  DAYS YIELD
DEUTCHEBANK 4 % 248,000,000 $ 244,526,634  122.65 4.24%
FIRST BOSTON 4 108,578,000 106,344,268 181.17  4.23
GOLDMAN SACHS 1 50,000,000 49,460,319 91.00 4.38
LEHMAN BROTHERS 3 125,000,000 123,481,889 104.00 4.3]
MERRILL LYNCH 2 54,200,000 53,449,949 12296 4.17
UBS FINANCIAL 3 150,000,000 147,066,319  171.00 4.25
TOTAL 17 $735778000 $724,329,379 13580 4.25%
CDs
TOTAL AMOUNT AVG AVG
DEALER BUYS OF CDs DAYS YIELD
STERLING SAVINGS 1 $ 25,000,000 103.00 4.90%
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RESIDUAL INVESTMENT FUND SUMMARY

DATE: 01/29/2008

Amount Percent of Cumulative Average
Maturity Range Invested Portfolio Percentag Yield
1 - 29 Days ' 1,008,550,904 25.6% 3.42%
30 - 59 Days 275,895,775 - 7.0% 32.6% 4.16%
60 - 89 Days 320,073,931 8.1% 40.7% 4.49%
90 - 119 Days 268,681,063 6.8% 47 .5% 4.77%
120 - 149 Days 530,884,194 13.5% 60.9% 4.65%
150 - 179 Days 387,624,505 9.8% 70.8% 3.98%
180 - 364 Days 255,560,888 6.5% 77.2% 4.60%
1 - 2 Years 69,885,416 1.8% 79.0% 4.94%
2 - 3 Years 124,464,976 3.2% 82.2% 4.96%
3 - 4 Years 268,126,781 6.8% 89.0% 5.52%
4 - 5 Years 349,927,136 8.9% 97.8% 5.30%
5+ Years 86,030,103 2.2% 100.0% 4.52%

TOTAL 3,945,705,673 100.0%
Amount Percent Of
Security Type Invested Portfolio Limits
Repurchase Agreements 172,790,000 4.4% 40%
Certificates of Deposit 795,314,882 20.2% 20%
State Investment Pool 354,478,294 9.0% 100%
Commercial Paper 202,254,182 5.1% 25%
Bankers' Acceptances 0 0.0% 40%
Treasuries 0 0.0% 100%
Agencies 2,267,938,107 57.5% 75%
Mortgage Backed Securities 86,030,103 2.2% 25%
Municipals 66,900,105 1.7% 20%
TOTAL 3,945,705,673 100.0%

Average Yield = . 4.36%
Average Days to Maturity = 463.15
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RESIDUAL INVESTMENT POOL
ISSUER DIVERSIFICATION AND CREDIT EXPOSURE

(1) The tabie in the lower-right comner gives the range of
investment grade credit ratings.

(2) IDC Bank ratings are provided by IDC Financial Publishing:
1=Superior, 2=Excellent, 3=Average, 4=Below Average, S=Lowest.

12131107
Credit Agency Ratings (1) Bank Ratings (2)
CDs --7.5% PER ISSUER. IDC RATING: 3 OR BETTER Book Value % of Portfolio S&P Moody's  Fitch 1DC CAEL™
Key Bank 270,314,882.15 6.3% A-1 P-1 F1 1 3
Bank of America 150,000,000.00 3.5% A-1+ P-1 F1+ 1 3
U.S. Bank 100,000,000.00 2.3% A-1+ P-1 Fi+ 1 2
Washington Mutual Bank 100,000,000.00 2.3% A-1 P-2 F2 2 4
Commerce Bank 50,000,000.00 1.2% F1 1 2
Homestreet Bank 50,000,000.00 1.2% 1 2.
Sterling Savings Bank 50,000,000.00 1.2% F3 1 2
Washington Federal S&L 50,000,000.00 1.2% F1 1 2
Frontier Bank 25,000,000.00 0.6% 1 2
COMMERCIAL PAPER -- 5% PER ISSUER. RATED BY 2 AGENCIES; RATING OF AT LEAST A-1, P-1, OR F1.
Mainsail Il LLC 52,950,977.63 1.2% D NP
Victoria Finance LLC 51,937,148.61 1.2% A-1+(NW) NP
Harrier Finance US 48,763,590.28 1.1% A-1+(NW) P-1
Cheyne Finance LLC 48,688,083.13 1.1% D NP
Rhinebridge LLC 48,677,972.22 1.1% D NP D
REPURCHASE AGREEMENTS -- 10% PER ISSUER
UBS Financial Serivces, Inc 290,000,000.00 6.8% A-1+ P-1 F1+
Credit Suisse LLC 240,000,000.00 5.6% A-1+ P-1 F1+
INVESTMENT POOLS -- 100% PER ISSUER
Washington State Treasurer's LGIP 353,091,603.72 8.3% NR NR NR
U.S. GOVERNMENT (Full Faith & Credit) -- 100% PER ISSUER
U.S. Treasury Obligations - 0.0% AAA Aaa AAA
MUNICIPAL OBLIGATIONS (Taxable) -- 6% PER ISSUER. CREDIT RATING OF AT LEAST "A"
Seattle School District No. 1 22,797 ,405.99 0.5% . AA+ Aatl
Sacramento County, CA 20,123,580.59 0.5% AAANNW)  Aaa(NW) AAA(NW)
City of Phoenix, AZ 15,000,000.00 0.4% AAA Aat
City of Dallas, TX 3,500,000.00 0.1% AA+ Aal
State of New Jersey 3,144,118.87 0.1% AA Aa3 AA-
Westchester County, NY 2,335,000.00 0.1% AAA Aaa AA+
FEDERAL AGENCY OBLIGATIONS (GSEs) -- 50% PER ISSUER
Federal National Mortgage Association (FNMA) 887,679,170.31 20.8% AAA Aaa AAA
Federal Home Loan Bank (FHLB) 774,556,732.23 18.2% AAA Aaa AAA
Federal Home Loan Mortgage Corporation (FHLMC) 555,732,366.59 13.0% AAA Aaa AAA
4,264,292,632.32 100.0%

Overview of Rating Agency Credit Scores
~TOony-Erm

S&P

Safe & Sound CAEL is a bank rating service provided by

Bankrate.com: 1=Superior, 2=Sound, 3=Performing, 4=Below

Average, 5=Weak.

Moody's
Fitch

Short-tel

Highest
A+
P-1
F1+

ml
Grade

Lowest
A3
P-3

F3

Grade
Highest
AAA
Aaa
AAA

Lowest
BBB-
Baa3
B8BB-

Note:(NW) equals negative credit watch & (NO) equals negative outlook.
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TOTAL RESIDUAL FUND

EARNINGS DISTRIBUTION RATE
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(1) Average budgeted yield for the entire year is 5.10% (simple average).
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CXFUND YTD INTEREST EARNINGS
December 31, 2007
BUDGET (1) ACTUAL DIFFERENCE
YTD AVG BALANCE (millions) $346 $266 ($80.4)
YTD YIELD 5.11% 5.03% -0.08%
INTEREST DISTRIBUTION (§)  $17,676,901 $13,371,501 ($4,305,400)
AUTOMATIC INTEREST (8) $0 $46.724 $46.724
TOTAL INTEREST ()  $17.676,901 $13.418.225 ($4,258.676)
YTD POOL FEE REVENUE
BUDGET ACTUAL DIFFERENCE
POOL FEE DUE TOCX - $5,382,000 $5,975,220 $593,220
POOL FEE DUE TO FBOD $187.500 $166,640 ($20.,860)
TOTAL YTD POOL FEES 5,569,500 6,141,861 $572.361
YTD TOTAL POOL
DISTRIBUTION $199,099,971




LIQUIDITY POOL
COMPARATIVE EARNINGS RATES
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Sources: Money fund data: 1BC/Donoghue Money Fund Report Averages seven day money market fund indexes. "Public Investor”.

State Pool data:  Monthly State of Washington Local Government Investment Pool report.
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CORE POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS
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Core portfolio rate is reported as market yield, not acerual basis, and therefore the liquidity rate and core rate may not equal pool distribution rate.
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Source: Merrill Lynch index: Bloomberg Financial Markets
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7.50%

MORTGAGE-BACKED POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS
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$ Thousand

GAIN / LOSS SUMMARY

RESIDUAL FUND: TOTAL REALIZED GAIN OR LOSS

650 |

450 1

250

50
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(150)

(350)
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NET UNREALIZED GAIN OR LOSS (CORE PORTFOLIO ONLY)
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INTEREST RATE SUMMARY

. 5.00%

6.00%

5.50%

4.50% +
4.00%
3.50% |
3.00%
2.50%
2.00% +
1.50% |
1.00% +

0.50%

KING COUNTY
.  POOL4.56%

0.00%

—&—01/28/08

— O0— 12/4/2007 -&--1 YEAR AGO O KING COUNTY POOL 4.56"/ijl

01/28/08 12/4/2007 1 YEAR AGO

Fed Fund Target 3.50% 4.50% 5.25%
3M T-Bill 2.27% 3.06% 5.12%

6M T-Bill 2.34% 3.21% 5.18%

1Y T-Note 2.23% 3.07% 5.12%

2Y T-Note 2.21% 2.90% 4.98%

5Y T-Note 2.79% 3.29% 4.87%
10Y T-Note 3.59% 3.90% 4.88%
30Y T-Note 4.28% 4.36% 4.97%
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